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KEY ECONOMIC INDICATORS 


All values as stated. Average official exchange rate in 1977 was 
US $1.00 = 5.67 Czechoslovak crowns (Kcs); 
1976, $1.00 = 5.77 Kes; 1975, $1.00 - 5.58 Kcs 





Physical unit or 1975 1976 1977 % change 1976/77 
value ets. 

INCOME, PRODUCTION, EMPLOYMENT 

National Income billion Kcs 366 

Per Capita (NI) Kes 246.37 

Capital Investment million Kcs 127 

Avg. Industrial Wage monthly Kcs 2,370 

Labor Force mil. workers ion = ie 


BASIC INDUSTRIAL OUTPUT 

Electricity Vik 59,238 62,746 66,373 
Crude steel 1,000 14,323 14,693 15,054 
Plastics (PVC, 

polyethylene, etc.) 1,000 428 580.9 137 58 
Chemical fibers 1,000 140 147.3 LOZ ok 
Private autos units 4/5,411 1795100 158,987 
Cement 15000 t 9,305 9, a5 9,749 
Paper 1,000 t 761 832 856.6 
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FOREIGN TRADE (Czechoslovak data) 
Imports: iv 
Total mil. Kcs 50,667 55,936 63,300 
Socialist countries oi 35,176 38,869 44,400 
Non-socialist " 15,491 17,067 18,900 
From U.S. ** . oS 1,392 846 
Exports: 
Total 46,906 52,441 58,100 
Socialist countries : 33,442 38,793 42,200 
Non-socialist 13,464 13,648 15,900 
To U.S.** 180 203 218 
(U.S. Data) 
Export to CSSR** nil. 92:9 148.7 13 
Imports from CSSR** 3541 36.4 36. 
Balance + 17.8 + 112.3 + 37. 
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Footnotes: * Czechoslovak source data not available; Embassy estimate; 
**k The apparent discrepancy between U.S. and Czechoslovak trade 
data (when the latter are converted at official rate) results from 
several factors, especially transhipments (i.e. U.S. data show some 
exports to CSSR as shipments to West European countries where they 
are first landed whereas GOC figures correctly show them as imports 
teem U.S). 

Sources: Federal Statistical Office Reports and Statistical Yearbook of CSSR; 
U.S. data from Dept. of Commerce. 
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CZECHOSLOVAKIA 


SUMMARY 


The Czechoslovak Socialist Republic experienced generally 
slow economic growth during 1977, the second year of the 
Sixth Five-Year Plan. Trade with both other CEMA (COMECON) 
countries* and the West was disappointing, particularly the 
continuing hard currency trade deficit. Persistent economic 
problems present both barriers and opportunities for U.S. 
exporters, who face strong competition from other non- 
Communist suppliers. Best prospects for U.S. exporters 
include high technology equipment and know-how to help 
improve the efficiency and output quality of Czechoslovak 
industry. The American Embassy in Prague and the U.S. 
Department of Commerce offer assistance to U.S. firms 
seeking to sell in the CSSR. 


* Bulgaria, Cuba, German Democratic Republic, Hungary, Mongolia, 
Poland, Romania, USSR. 





PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Czechoslovakia is a heavily industrialized country of 15 
million people with one of the highest living standards in 
Eastern Europe. However, problems beset its economy and 
present both barriers and opportunities for U.S. exporters. 


Growth Slows, Problems Remain Under Sixth Five-Year Plan 


Although certain economic indicators reportedly registered 
gains over the previous year's growth rates, 1977 - the 
second year of the Sixth Five-Year Plan (FYP) - was not a 
banner year for the Czechoslovak economy. National income 
increased 4.5 percent over the 1976 level, and overall 
industrial output rose 5.7 percent. The comparable figures 
for the previous year were 4 and 5.6 percent, respectively. 
However, the 1977 gains were evidently below annual plan 
targets and indicate that, at the end of the current FYP in 
1980, certain key five-year goals may well not be met. 


Some economic indices for 1977 have not been published. 
Capital investment evidently increased about 5 percent (com- 
pared to 5.2 percent in 1976), and the average industrial 
wage apparently rose approximately 3.1 percent (3.2 percent 
in 1976). Figures have been published for various major 
industries, and the results are mixed. Plastics output led 
the field with a 26.9 percent growth (up from 24 percent in 
1976), reflecting the very heavy emphasis which the Sixth FYP 
places on boosting investment and export capacity in the 
chemicals industry. Other industries (electricity, steel, 
cement) grew at about the same rate as for the previous year. 
Chemical fibers and paper registered somewhat lower growth 
rates than in 1976, whereas automobile production actually 
fell by 11.2 percent (compared to a 2 percent rise in 1976). 
Output of the vital metallurgy industry, another favored 
recipient of investment funds, increased 3.9 percent, 
Slightly under the 1976 gain. 


The best economic news in 1977 was in agriculture. Farm 
production rose 7.9 percent after two successive years of 
negative growth. In value terms, about 55 percent of farm 
output is accounted for by animal and 45 by plant production. 
Per hectare output rose 8.2 percent, and grain production 
reportedly reached a record 10,400,000 tons. Favorable 
weather greatly contributed to the improved harvest. 





Official statements clearly indicate that serious economic 
problems persist. Transportation, construction and power 
generation continued to miss plan goals, and excessive con- 
sumption of energy and raw materials is a major concern. A 
chronic manpower shortage still restricts almost all manu- 
facturing and service industries. 


Trade Deficit With West Continues 


Foreign trade is almost equivalent to one-third of Czecho- 
slovak national income, reflecting its crucial importance 

to the entire economy. As a resource-poor, highly indus- 
trialized country, Czechoslovakia has found it must increase 
its exports continually just to buy the imports it needs to 
keep its industries running. Last year brought rather 
disappointing results for the CSSR, as its overall trade 
both with other Communist countries and with the West 
registered deficits. However, according to official figures, 
exports to the West rose 16.5 percent compared to only 1.4 
percent in 1976. Imports from the West increased only 10.7 
percent, roughly the same as in 1976. Exports to other 
Communist countries grew 8.8 percent, and imports from them 
14.2 percent. (The previous year figures were 16 and 10.5 
percent, respectively.) Czechoslovak exporters continue to 
face formidable problems because of limited productive 
capacity in several major industries, poor quality and design 
of many export items, inability to supply spare parts and 
weak overseas marketing programs. Protectionist pressures 
abroad (especially on steel, shoes and textiles) and the tepid 
economic recovery in the West compound these difficulties. 


Trade with the U.S: CSSR Farm Imports Drop, Exports Remain 
Static 


As usual, official sources in the CSSR and the U.S. provide 
differing data on bilateral trade, but they do agree on the 
major 1977 developments: Czechoslovak exports to the U.S. 
registered negligible to modest gains whereas U.S. direct 
sales to Czechoslovakia fell substantially. CSSR exports 
remained almost static at $36.6 million, according to U.S. 
figures, whereas U.S. exports were virtually halved from 
$148.7 million in 1976 to $73.9 million. (U.S. figures 
consistently understate our exports because most tranship- 
ments and all U.S.-made componentry in equipment produced 
abroad are not included.) Czechoslovakia's bumper harvest, 
which precluded the need for the major grain imports which 
the 1976 drought necessitated, was the main reason for the 





drop in U.S. sales. Although the total of manufactured 
exports decreased (from $22 to $18.4 million), the share of 
manufactured goods in total U.S. exports to Czechoslovakia 
rose from 15 to 25 percent. 


Major U.S. items sold in Czechoslovakia include soybean 
products, hides and skins, tobacco, computers and office 
machinery. Scientific instrumentation, process control 
equipment, chemicals, communications equipment, materials 
handling machinery, quality control and measuring equipment 
and tractors are also significant items. Czechoslovak ex- 
ports to the U.S., which do not enjoy Most Favored Nation 
(MFN) tariff treatment, consist mainly of footwear, glass- 
ware, machine tools, textile machinery, steel wire rods, 
apparel items, hams and hops. 


The strained political relations between the U.S. and Czecho- 
Slovakia undoubtedly inhibit more active trade relationships. 
CSSR officials frequently criticise two provisions of the 

U.S. Trade Act of 1974 as obstacles to normal trade. Section 
408 (the "Long-Gravel Amendment") in effect denies Czecho- 
slovakia any benefits of the Act, including MFN tariff 
treatment, until a settlement of the long-standing gold/ 
property claims issue is negotiated on terms acceptable to 

the U.S. Congress. Section 402 (the "Jackson-Vanik Amendment") 
ties normalization of U.S. trade relations with the CSSR, the 
Soviet Union and other countries to their emigration policies. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


Prospects for Expanding U.S,Exports 


Despite well known political and other problems, there are 
good possibilities for increasing the volume and diversity of 
U.S. exports to Czechoslovakia. The need for Western goods 
and technology is enormous as the CSSR seeks to modernize 

its economy and improve its export position, although the 
scarcity of hard currency and general reluctance of the 
authorities to borrow in the West pose obvious constraints. 
Almost every major economic problem which Czechoslovakia 
faces - energy conservation, quality improvement and control, 
labor productivity, industrial restructuring, environmental 
protection and many others - is now being dealt with by U.S. 
industry. Moreover, American products, firms, processes 

and know-how enjoy an overwhelmingly favorable reputation 





among Czechoslovak importers and end-users. 


Competition from other non-Communist suppliers, especially 
West Germany, other Western European countries, Japan and 
Canada, is increasingly keen. To meet this competition, U.S. 
companies should be willing to develop their prospects in the 
Czechoslovak market over a period of years by establishing 
on-going contacts with local foreign trade companies and, 
ideally, end-users. Czechoslovak buyers prefer to deal with 
firms and individuals they know well, and sales typically 
have lengthy gestation periods. Pressures for counter- 
purchases and other compensation deals are growing because of 
the unsatisfactory growth of Czechoslovak exports. 


Best Prospects For U.S.Exporters 


Czechoslovakia's economic problems and plans present attractive 
sales opportunities for U.S. firms. Recently, the Government 
approved a three-year comprehensive "experiment" to improve 
the management, profitability and output quality of 150 
participating local enterprises. Among other things, the 
experiment requires expanded product-testing to assure 
improved quality and provides for easier access to hard cur- 
rency for financing imports of machinery and technology that 
will directly strengthen Czechoslovakia's export performance. 
Another program calls for "phasing out" production of less 
competitive products to release worker and plant capacity 

for producing more of those items which have brighter export 
prospects. The latter group includes textile machinery, 
machine tools, tractors, molding machines, sugar refining 
equipment and trucks. In addition, the Government hopes to 
replace obsolescent plants and equipment as much as possible, 
although limited improvements are usually favored over the 
more costly turn-key projects. 


Some $3 billion has been allocated for hard currency imports 
of capital goods and technology under the Sixth FYP (1976-80). 
High technology items such as electronic data processing 
equipment, process control instrumentation, food processing 
and packaging machinery, product and materials testing 
equipment, industrial electronics, and medical-surgical 
equipment all offer attractive prospects. Exporters, of 
course, should familiarize themselves with U.S. export control 
requirements. Modern equipment for the chemical and engi- 
neering industries is particularly sought after because of 
the high priority assigned those industries by the FYP and 
the limited production of such items within the CEMA (COMECON) 





nations. U.S. consumer goods generally do not enjoy good 
sales prospects because of scarce hard currency. 


Embassy and Commerce Assistance toU.S.Exporters 


The American Embassy in Prague, along with Department of 
Commerce offices in Washington and other U.S. cities, seeks 
actively to assist U.S. firms in promoting their exports to 
Czechoslovakia. The Embassy opened a Business Facilitation 
Center in 1977 and is now equipped to handle small group 
meetings and serve as a temporary base of operations for 
visiting U.S. businessmen. The Center also has reference 
materials on U.S. and Czechoslovak firms. Commerce's Bureau 
of East-West Trade organizes several Technical Sales Seminars 
each year which visit the CSSR and other East European countries 
to stimulate interest in the latest advancements in selected 
U.S. industries. The Embassy and Commerce also cooperate to 
stage U.S. exhibits and business development offices at the 
September Brno Engineering Fair, the June INCHEBA Chemical 
Fair in Bratislava and other local events. Interested U.S. 
firms should contact the Embassy or the nearest Commerce 
office for more details. 


Avail ; 
ae nen from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
onal. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





